Approved For Release 2007/10/19 : CIA-RDP83T00966R000100030020-6

- 4/15/82 .

FYI -- for the "Mexico lunch" participants:

Approved For Release 2007/10/19 : CIA-RDP83T00966R000100030020-6



-

BAKRON"S

W Y
Ap roved For Release 2007/10/19 CIA- RDP83TOO966ROOO100030020 6
~434

ran

. h 2
"$400-million” Rayburn  Foundation
names are fictitious, presumably to pr
tect the: innocent). ‘One* weekend

formed “closed-end investment compan:

- called“the “Mexico' Fund.. Among th
variables'that he had to juggle: shares of -
the Mexico Fund might sell at a dis-
count from net asset value, leading to an-

’ immediate paper loss;.‘the secondar:

offering, price.of $12 per share last J
it moved to-a small and short-lived p
" mium; by late July;: when the_ Chilton:
‘case study. surfaced in a differet setting,
"the stock was changing hands below 10.
. Last: weel
4'/4

‘mess ‘School;, the powers-that-B .. wi
clearly- havmg second . thoughts L &
number of issues. Two: weeks ago,
prccedent-shatten.ug move - that* made.
- headlines,; the faculty sharplyﬂrednced
the 'students™work load;7*The primary
_problem,”. explained. an associate dean,
[ in an apologia that would-have rung a.
[ bell on. Wall' Street,” “is that . we have'
been trying to deal with too many topics.
in too “little -time and. pot‘in enough:
depth.”: Added a professor:

tbere will

around Harvard Yard. For as the dismal
performance of the Mexico Fund indi:
cates, the gringos aren’t the only ones
who failed to do their homework. At th
iime of our last survey, Mexican govern-:

ment spending in half.a decade _had 27

nearly .quadrupled, : while- the federal-.
deficit ‘was heading for- $13 . billion,.-
equivalent in U.S. terms to five times as-
much. Borrowing abroad was surging..
by leaps and bounds, and inflation was-
running at'an annual rate of 30% pe

year. Optimists. were looking for a 15%-

20% decline in the value-of the peso,
pessm:sts;( ong whom we were num

' bered) "predicted so

themselves pnced out of.
the same-token; owm.g to' curre

AP R \FAAN A

thmg worse. Two mg time,™ as. qmte plamly have .
onths ago, despite repeated official de- 1 Shown; there is stilk something mbebsald
ials, the peso was’ devalned by 28%, or ‘Aﬁer all; for.a Harvard edu tion: .,
om roughly 27,

; Lset in: Import-
~ers ‘and. exporters: began. o..play their .
be, customary -gam L,.Ieads and lags .

;10" tHe" PRt Where newspa-
- Citysw flooded with ;

’ i
‘exas, while some enterprising -
) hn'ed Spanish-speaking" salespcoplc -By.
R latcfebruary, ‘the’ central bank had vir-.-

tion,. more- than half a:century*ago
ettin, 'ready inaugurate a:new Pres

London:

thc'over-snpply of ]
'At. the ‘mom.

g quoted abovc is correct, the end of the ;
“drain is not in sight. Yet Washington, in ;
8%; jwrestling: with its- foreign” policy - deci- .
vith'l 'sions in the  Westérn™ hemisphere, per-
sists' in makmg this inflation-ridden, ill- |

-'gime- its--spokesman.". Big "mistake. A
country- that- so badly ‘mishandles “its’
affairs.can. scarcely command respect—
iexcept, perhaps, at insf

: llcarmng—abroad -
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over LIBOR : (the - Lond n . interbank §

- premitim, Meanwhile, 4
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Mexwo S szfed Mzddle Class Mayy Form-
Potent Political F orce, Observers Say

. By LAWRENCE Rou-r . o
S f o s s oumc B ?om‘;t:’;,' ”'sa",fs”oreﬁ;",l‘f}:‘rés -
anyone who passes the-U.S. embassy here :;::&';“S‘F:‘r :g: &iﬂonﬁeuﬁgfﬁs“ﬁ of
during the day. The lines Spill into the -, “buys, Inflati lgs e class
street, as hundreds of Mexicans wat hours * uysséme :b‘s"e“n“,;aé :;ye?ns:it‘gvo sening cor-
g%t:s temporary visa to visit the Umted ruption preys mostly on the middie class,

“To some, the throngs of . busmessmen because they use the services that require
and tourists are a joyous symbol of Mexi- :23:; I:c“l’fl?)o "Va“pg% f:';:;“’w“jehﬂn‘i;g? :)a;

co's oil wealth and of thé four-year eco~
nomic boom that only now s ending, But to  Somebody. If we want to get a driver's li-
many. others; the lines are an omen-of " .cense,” money must- change' hands undel

what may be the government's biggest fu-: the table. .. " -
ture challenge: a growing middle class. - Meanwhue the 8°V9mm°m has_begun

* Itisw't a concern that fills today’s news- to withdraw- some subsidies. In December,
papers or dominates pollcy decislons The _n doubled the domestic price.of.gasoline.
country’s ‘economic. *

NS ;ing the discontent of the middle class.:
“The system can no longer afford
ﬁ”ﬁﬁy’}n“;"fg‘,&'m@ ,ﬂgd?xﬂaﬂ;;n king: pt the middle-class because there are t00
BT ! ++ many of them and, having had a taste of
4 he’ middle ctass runs the risk of ios” - U.S. life, their demands are growing. too
ing lts sense of social solidarity,” whiclt ™ gir v cove Francisco Jose Paoli, a polith:
could upset the political system, Miguel de .. ¢y} "seientist  at the Metropolitan Autono-
la Madrid, the almost-certain winner of" mous University- at Azcapotzaleo. “Itis
thlst ‘m% S rlpresldteslilgalMel;;:doghtold a rue they have more than most in Mexico:
cent gathering outsidé Mexico City '
+-Rafael Segovia; a: polmcal scientist a ml;;tl;egn?r;:;are ‘# the possxbllltles. and.
tite Colegio de Mexico, is more blunt."“The~~ = Nobody yet knows how the middle c]a
dissatisfaction of the. middle class’is' th | channel such discontent, if at all,"The
pposition parties, however, already are
-showing interest, and many people are pre- j|-
icting that the PRI won't get a majority.
"of the votes in Mexico City this July. - -«
“The middle class isn't politicized yet,”
ays Luls Sanchez Aguilat, president of the”
ne-yearold' ¢ Social. Democratic- : Party.

ground. But an -in

-Tlle pmblem has. its. rools ln Mexxcos
one-party system. Opposition exists, bu
the - ruling Institutional Revolutionary -
Party, or PRI, has won every presidential

elecﬂon since 1929.
Coalitlon of Unlons, pmw ‘But we are seeking a formula, and if eco-
i L “nomic problems persist, we are convinced
The party’s winning streak is built on 2 they will look for someplace to put their
coalllet;oir;‘ of peasants and labor unions, con--: yotes.” -
trol part by co-optation: It is common : 7
to-hear that a former student leader, who:. “f Sp].imered Class
_|five years ago preached revolution, s now =i It will be a difficult formulawﬂnd The L A AR
aranking PRI member.s 15, /4 53 v;ilfflhdl;l clz;.:s tlsa a i’ﬁﬁm"i?;? of{ﬁﬁﬂi T I
vergent aspir: S y . A . .
‘+'The middle class;. hawever, has never S hope to win secure and well-paying govern-
given-the PRI-such fervent Support. It ¢ 1o 'iobs “ang they are very unlkely o
- {casionally: votes for: an: opposition - candi- *<;
d move en masse to any one party.: .
ate::But mostly, it: hasn't voted at. all.wc. . . =
The government apparently . S )
. |Many: professionals -in. Mexico City claim ‘'keep it that way. A 1977 law permits more ’ . . - .
o o Beeea 79, o (PROICn paftestran even before, M. de : : S
o Of ;. .
the vote in the most recent elecuo Eor the a Madrid will face at le ast six challengers
F ederal Chamber of Deputies. -, win support from the middle class., 5
* At'first, fniddle-cldss apamy made lmle . party .also has ‘to-overcome:.the: . . -
difference; the middle.class just wasn't big: - fear, common: throughout all classes"in T
enough to matter. And later, the ruling. Mexico, of voting:for somebody.other. than! : i
PRI-simply nurtured” the apathy.> “The. the PRI candidate, It isn't a fear basedon-
state has made the middle class the most “ PRI retribution, but.rather the fear of los- .
subsidized class in Mexico,” says.Mr Se-“ing the peace .and . stability that-has :
govia,. the political scientist. “It has given ‘marked the PRI reign. Very few people
them cheap education, gas and water. And-: think a.nother party can govem lhls coun-
in return, the middle class gives its passive P g A
support.” . [TV £i11)- ;
But all thdt ma_y be changmg, and {f 50, > and there are slgns that it is starting to use
some peopie believe it could alter the bal- -them. Mr. Segovia notes that middle class ||
ance that has kept the PRI solldly in power - _citizens have begun to sue the governzacnt
for 52 years. ... over changes in tax law—an approach un-
/For "one thing, the’ mlddle class has’ heard of a few years ago. Moreover, an an- . . .
grown substantially. Nobody has hard fig-‘ ‘ticorruption campaign has been mouated* L .
ures, and income distribution 1S still‘badly - in the press, which rarely wrote about cor: I R -

skewed to-the extremes, but economists - ruption in the past. And small independent R K
say that the economic boomn since 1978 has -labor unions, nol Hed to the PRI, are . . .
swollen the ranks of the middle class. AS. growins : = L [
proot, they point to the rise in' consumer:~ “It’s true that the mlddle class isn’t -
spending and travel to-the U.S...and to the: " likely t0 organize in'a political sense in the
construction of big shopping centers. ... ... .Rext coyj tgle of years,” Mr. Segovia says.

- But the growth also has brought dlscon *“But in the meantime, it still 13 Lvay capa~
tent, . The consumer price index, for in- " ble of political disruption.”- =" - =
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